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JOINT ANSWER OF AMERICAN AIRLINES, INC. AND
LAN CHILE, S.A. TO PETITION OF UNITED AIR LINES, INC.

FOR RECONSIDERATION OF ORDER 99-9-9

American Airlines, Inc. and Lan Chile, S.A. submit this joint answer to the petition of

United Air Lines, Inc. for reconsideration of Order 99-9-9. In that order, the Department

finalized its approval of, and granted antitrust immunity to, an alliance between American and

Lan Chile. As stated below, the Department should immediately deny the petition.

1. The Department’s approval and immunization of the American&an Chile alliance

have cleared the way for open skies between the United States and Chile. Secretary Slater is

scheduled to sign the U.S.-Chile open skies agreement during his visit to Santiago on October

2 1, 1999. Provisions of the new agreement are to be implemented immediately upon signature.

The benefits that will accrue to all U.S. and Chilean carriers, to U.S. cities and to passengers and

shippers have been thoroughly discussed by the Department in its orders in this case. The

Department should not allow United’s eleventh-hour tactic to jeopardize this significant

achievement.
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It is probably an understatement to say that any action other than the denial of United’s

petition could undermine the United States’ highly successful open skies policy. Any favorable

action on the petition - or even the prolonged possibility of such action - could send a message to

the Chilean government, as well as to airlines and governments throughout Latin America, that

the United States is not prepared to stand behind its core international aviation policy - a policy

that it long has championed in the region.’ For this reason, American and Lan Chile urge the

Department to deny United’s petition immediately, in advance of Secretary Slater’s visit to

Chile.

2. In any event, on its face United’s petition offers nothing new and should be

denied. The petition is simply another iteration of the same arguments that United has raised

time and again since it filed its first pleading in this case in October 1997. Citing yet again its

own calculations of the size of the Miami-Santiago local market and pointing once again to its

own version of the competitive history of Miami-Central America markets since approval of the

American/TACA  Group codeshare arrangements, United asserts that approval of the

American/Lan  Chile alliance will foreclose competition in Latin America and allow American to

dominate the region from its Miami hub to the exclusion of other U.S. carrier services and

alliances.

These are the same arguments and the same points that the Department, as well as the

Department of Justice, exhaustively considered during the two-year history of this proceeding.

’ A recent statement by Secretary Slater demonstrates the vast gulf between United’s position and the
broader U.S. public interest: “Building upon the new Open-Skies arrangement with Chile, we have taken
a significant step in the direction of providing the greatest opportunity for a globalized airline industry to
form, grow and respond to market forces with minimal government interference. . . . Chile is one of the
fastest growing international markets in the world, and the benefits to consumers [of open skies] will be
far-reaching. ” “American-Lan Chile Antitrust Immunity Tentatively Approved,” DOT Press Release,
April 22, 1999.
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The Department rejected United’s arguments and their underlying predicates in its Show Cause

Order (Order 99-4-l 7) and again in its Final Order. United’s petition states no persuasive reason

why it should be granted, much less any grounds on which the Department should alter in any

way the actions taken in the Final Order.

3. The principal focus of United’s petition, as in its past pleadings, is the Miami-

Santiago market. United restates its prior objection that the Department failed adequately to

address concerns about the impact of the American/Ian Chile alliance on competition in that

market. United Petition, at 3. United, however, while managing to repeat points that it has

stated often in the past, deliberately ignores the “immunity carve-out” condition that the

Department has imposed with respect to the Miami-Santiago market, which is the only

overlapping nonstop city-pair market involved in the American/Ian Chile alliance. Order 99-4-

17, at 19-20 (as finalized by Order 99-9-9).

In its orders, the Department explained that the carve-out condition is aimed directly at

the competitive concerns raised by United and others in the past. Indeed, although United once

again asserts that the Department has understated the size of that market relative to the entire

U.S.-Chile market, the fact of the matter is that the impact of the immunity carve-out condition

will directly increase as the size of the Miami-Santiago market increases. No credible analysis of

the impact of the AmericanRan Chile alliance on the Miami-Santiago market could ignore the

effect of the carve-out condition.
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In sum, the Department thoroughly considered the issue of competition in the Miami-

Santiago market in its orders and took steps to address the concerns previously articulated by

United and others. United’s petition offers no basis for revisiting the issue.*

4. In conclusion, the Department should deny United’s petition. The petition does

not establish any grounds, new or old, for the Department to question its prior action or to alter

its action in Order 99-9-9. Furthermore, the Department should act immediately, in order to

avoid any potential confusion or embarrassment to the Department and the Secretary on the eve

of the signing of the U.S.-Chile open skies agreement.

WHEREFORE, American and Lan Chile respectfully urge the Department to deny the

petition of United Air Lines, Inc. for reconsideration of Order 99-9-9.

Respectfully submitted,

1 L7
AMERICAN AIRLINES, INC. L.L.P. ’

Attorneys for Lan Chile, S.A.

Dated: October 14, 1999

* In its petition, United restates its prior argument that recent trends in the Miami-Central America
market are a harbinger of the consequences of approving the AmericanLan  Chile alliance. United
The Department rebutted that contention in the Final Order, providing specific empiricalPetition, at 4-6.
evidence of “an enormous increase in service and competition in the U.S.-Central America markets
covered by open skies agreements.” Order 99-9-9, at 12. United offers nothing new on this subject, the
relevance of which to this proceeding being questionable at any rate.
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